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Government of India decided to stabilize the rupee at the
then de facto rate of is. 6d., it was not possible to foresee the
present catastrophic fall in gold prices. Although the
rupee is still is. 6d. in terms of sterling, its value in terms
of gold or gold currencies is, in round figures, well under is.
But the Finance Member pointed out that the ratio
question did not arise on the Bill ; as a compromise, how-
ever, the following words were inserted in the Preamble :

" Whereas it is expedient to make temporary provision
on the basis of the existing monetary system and to leave
the question of the monetary standard best suited to India
to be considered when the international monetary position
has become sufficiently clear and stable to make it possible
to frame permanent measures."

In view of the existing disorganized condition of world
currencies, this was a wise decision. When an attempt
to stabilize the exchanges takes concrete shape in the
principal industrial countries, the authorities of the Reserve
Bank will undoubtedly consider the matter of fixing the
value of the rupee in terms of gold. For the moment, it
is safe for India to hold on to sterling and the present ratio.
The question of balanced exchange, however, cannot be
left indefinitely to world recovery. " Recent events have
reinforced the obvious truth/' writes Professor T. E. Gregory,
" that there is a limit to the extent to which continual
recovery is possible, without new stimuli being applied/' 1
The steps towards de facto stabilization of exchange, bi-
lateral trade agreements with some of the countries (e.g.
Germany, Italy) outside the British Empire where trade
restrictions prevail, and the re-establishment of silver
coinage are regarded as some of the effective means of trade
restoration in India. Meanwhile, amid conflicting post-war
economic tendencies which resulted in chaos in world-wide
trade relationships, it became imperative for the countries
within the British Empire to formulate a policy for

1 See Independent, February 9, 1935.